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INTRODUCTION 


The Department of Institutions requested that the Legislature authorize the sale 
of the Montana Youth Treatment Center. The Legislature, during the June, 
1986 Special Session, enacted House Bill 36 authorizing the sale of the Center 
and providing for certain conditions relative to the sale. The Center was sold 


on December 31, 1986 to Rivendell of Billings, Inc. 


House Bill 36 also required that the Department report to the 1987 Legislature 
on the feasibility of selling other institutions under its jurisdiction. This 
report responds to Section 14 of House Bill 36 and also reviews issues attendant 
to the sale of the Montana Youth Treatment Center. It is important that a 
discussion of future sales of state institutions include a review of the unique 
status of the Center at the time its sale was proposed, and to also review the 


state's experience in completing the sale of the Center. 


This report separates the consideration of correctional institutions from non- 
correctional institutions. Treatment, custody, reimbursement and _ statutory 
requirements for non-correctional institutions differ greatly from those of 
correctional institutions. The Department's recommendations are contained in 


the report's summary. 


SALE OF THE MONTANA YOUTH TREATMENT CENTER 


The Department of Institutions suggested the sale of the Montana Youth 


Treatment Center after carefully considering the Center's current and future 


status under continued state ownership. Difficulties in recruiting psychiatrists 
for the Center had prevented its being certified for Medicaid reimbursement. 
Consequently, the Center's total operational costs were funded by the state's 
General Fund. While the building itself was certifiable, program certification as 
a state institution appeared to be unattainable in the foreseeable future. The 
Center's treatment program also suffered as a result of inadequate psychiatric 


coverage. 


The Department believed that a private firm specializing in the psychiatric 
treatment of adolescents could purchase and operate the Center, providing a 
more therapeutic treatment program at a reduced cost to the state's General 
Fund. As long as the Center remained uncertified under state ownership 
nearly all its operational costs would be paid by the state. However, if a 
private firm purchased the Center and obtained certification, the federal 
government would participate in funding the Center's operations through 
Medicaid reimbursement. Although the Center's per patient day cost was 
expected to increase under private ownership, federal participation in Medicaid 
reimbursement to the Center would actually reduce the cost to the state. The 
purchaser was required to accept 40 court ordered patients and will bill 
Medicaid or private insurers for the treatment provided to the patients. The 
state does not subsidize the purchaser, except for the state contribution to the 


Medicaid reimbursement. 


The circumstances which resulted in the Center's sale are significantly different 
from those which exist at the state's other institutions. The state's other 
non-correctional institutions are generating maximum levels of reimbursement 
from non-General Fund sources. A purchaser would have to operate the facility 


more economically or the state's costs would increase. Assuming that a 


private firm would pay salaries comparable to the state and would also staff at 
similar levels, private ownership of state institutions would not result in 
significant operational savings. In addition, a for-profit corporation purchasing 
an institution would pay property taxes, interest on the mortgage, and would 


expect a return on its investment. 


Selling the Montana Youth Treatment Center did not relieve the state of its 
obligation to assure that treatment and custody are available when ordered by 
the courts. These responsibilities, in most instances, can not be separated 
from a specific institutional facility, even if the facility is sold. Neither 
bankruptcy of a private owner and operator of a former state institution, nor a 
mortgage foreclosure on a former state institution, relieves the state of its 
obligation to assure that institutional services are available. Before the 
Montana Youth Treatment Center was sold, the state attempted to assure that 
resident care and treatment would continue despite the possibilities of future 


foreclosures or bankruptcies involving the purchaser. 


The state imposed conditions on the purchaser of the Montana Youth Treatment 
Center and would likely impose similar conditions on the purchaser of any other 
institution. Several private firms may be willing to purchase a state institution 
if conditions are not attached, but may be reluctant to purchase when 
conditions are imposed by the state. Approximately 52 private firms initially 
expressed an interest in purchasing the Montana Youth Treatment Center. 
However, after reviewing the conditions required by the state, only one firm 


submitted a proposal to purchase the Center. 


Our recent experience in_ selling the Montana Youth Treatment Center 


demonstrated that the sale of an operational state institution is a complex 











process which involves much more than the sale of real property. A _ private 
purchaser of a state institution not only receives title to the real property, but 
also assumes a traditional role of the state in providing direct care and 
supervision to institutional residents committed to the facility by the courts. 
The uncertainty of the continuing relationship between the state and a private 
purchaser of a state institution can become an obstacle to mortgage financing. 
Liability insurance coverage for a private purchaser of an institution which 
houses dangerous and violent residents may be difficult, if not impossible, to 


obtain. 


PRIVATIZATION PHILOSOPHIES 


There are four methods which have been used to delegate responsibility for 


institutional care to private providers: 


T Contracting for specific services involves contracting out services such as 
laundry, laboratory, physical therapy, etc. The state of Virginia has 
done an intensive study of potential uses of the private sector and has 
found that this procedure can generate cost savings for the _ state. 


Montana's institutions already contract for many services. 


nN 


Contracting for management involves contracting with a private firm to 


manage a facility. Top management personnel are employees of the 
contractor while the remaining staff remain state employees. This 
procedure is expensive because the state pays the salaries of the 
contracted staff plus a management fee. This procedure has been used at 


two mental health institutions in Florida in an attempt to solve serious 











as 


problems. The long range plan, however, is to phase the institutions 


back under total state control. 


Contracting for operations involves the state contracting out the entire 
operation of the facility while maintaining ownership of the facility. The 
state purchases services from the contractor, but is responsible for 
maintenance, renovation and/or expansion of the physical plant. The 
Outwood School in Kentucky is a state-owned developmentally disabled 
facility which is operated under contract by a private firm called ResCare. 


In Maryland the state Veterans Home is operated by a private firm. 


Selling a state facility to a private firm is the type of privatization process 
which the Department was specifically asked to consider in House Bill 36. 
This report is primarily devoted to this concept and references only those 
facilities within the Department's jurisdiction which are owned by the 


state. 


POTENTIAL BENEFITS OF PRIVATIZATION 


Under certain circumstances, the private sector may be able to assume the 


traditional role of the state while improving services, and in some _ cases 


reduce the cost to the state: 


The private sector can move more rapidly than can the state. The private 
sector in many instances can acquire financing and begin, if not complete, 
facility construction in less time than public agencies can complete the 


bidding process. Rapid facility design and construction can reduce 


construction costs by the avoidance of additional inflation, and can 


alleviate institutional overcrowding more rapidly. 


The private sector in most cases has access to a greater variety of 
financial and personne! resources than does the state. The state has little 
flexibility between legislative sessions to respond financially to additional 
personnel or construction needs which become apparent. While the private 
sector is able to obtain financing from a financial institution, the state 
must rely on an appropriation from the Legislature when it is in session. 

A private firm which operates nationally can draw on the resources of 
personnel at its facilities in other states, and can temporarily transfer 
personnel from one facility to another, if necessary. A state of Montana's 
size does not possess the personnel depth of firms which operate many 


similar facilities throughout the nation. 


The private sector in certain circumstances may be able to _ provide 
services at a lower cost than the Eitate! In those areas of an institution's 
operation in which a private firm operates nationally, volume purchasing 
and efficiency gained by experience may reduce costs. Areas such as 
institutional pharmacies, laundries and food services may lend themselves 


to efficient private operation. 


The private sector has more discretion and flexibility in personnel matters 
than does the state. The private sector is better able to reward 
employees for meritorious performance, has more discretion in setting 
salaries, has more flexibility in transfers and promotions, and is able to 


rapidly increase staffing if facility populations increase. 











oe The nature of most private sector activities may provide private managers 
more experience with business and financial practices than many _ public 


sector managers receive. 


PRIVATIZATION IN CORRECTIONS TO DATE 


Corrections systems nationwide have been confronted with an interlocking series 
of serious problems in the past decade. Prison and jail housing capacities have 
been greatly exceeded. A shift toward "get tough with crime" legislation has 

compounded the crowding problem, resulting in an increase in incarcerated 
individuals who often are sentenced to longer terms. Costs of providing 
services and constructing new secure facilities have risen dramatically. Public 
debt also has risen at a time when diminishing revenues, fiscal conservatism 
and economic instability have become common. The resultant crowding and 
reduction in services and service quality have stimulated a number of civil 
rights actions and court orders against various state and local jurisdictions. 
Prison overcrowding, revenue shortfalls and court actions have forced a 
reexamination of the status quo in corrections and the consideration of 


contracting with the private sector. 


Privately owned and operated prisons were not uncommon in the United states 
during the late 19th and early 20th centuries. Montana's prison was operated 
as a private venture from 1883 to 1889. Many state and local corrections 
systems have acquired selected services (health services, staff training, 
professional services, educational and vocational programs, prison industries, 
transitional services) from the private sector for years. More recently, the 


private sector has extended its corrections involvement to include management 

















of entire facilities, primarily in mon-secure juvenile programs. Private 
corporations also have contracted to manage adult facilities for the Federal 
government. To date, the facilities operated by private corporations have been 


minimum security operations. 


Privatization appears to have_ provided quality, specialized services to 
correctional populations. Montana ranks among the top five states in the nation 
in its use of private sector services. Montana correctional institutions contract 
for health, professional and residential services. The experience has been 
positive. However, none of the contractors providing services to the 


Department of Institutions are responsible for maintaining restrictive security. 


A major shift in privatization philosophy is its proposed extension into areas 
now solely operated by the public sector---primarily management and ownership 
of medium and high security correctional facilities. At this time no high 
security units are owned or operated by the private sector. However, the 
private sector may extend its activities to ownership/management of high 
security facilities in the near future. The Tennessee Legislature has passed a 
restrictive statute enabling privatization and has requested bids to provide a 
private medium security work camp. To date, no satisfactory bids have been 
received. Other private sector proposals have included construction of prison 
facilities for subsequent lease-purchase by public authorities and construction 
and operation of specific types of prison facilities (including high security 


units) on a contract basis. 


Various correctional administrators have stated that contracted’ private 


professional services of excellent quality have been obtained at lower cost than 


in the public sector. However, Florida recently found that private services at 
the Okeechobee juvenile program were neither superior to, nor cheaper than 


public services. 


Montana currently contracts with three private, non-profit corporations to 
operate pre-release centers for minimum security male inmates. By contract, 
the state assures that the programs adhere to certain conditions. To date, this 
contractual arrangement has worked well. However, there is no evidence that 
the state purchases these services at a lower cost than it could provide them 
itself. The state also operates a male pre-release center similar in size and 
program to the private centers. Costs at this state facility are comparable to 
the private centers. If for-profit corporations operated the private centers, 


the costs would no doubt exceed the costs of the state-operated facility. 


PRIVAG IZATION ISSUESANVOLVING SECURE, FACILITIES 


The discussion that follows relates to privatization of medium and high security 
corrections facilities. We believe that the following issues must be addressed 


before the state seriously considers the sale of a secure correctional institution: 


Philosophical Issues 

Incarceration of offenders in secure facilities represents a conscious deprivation 
of fundamental individual liberties by the state. Incarceration may also require 
the use of force (sometimes deadly force) and additional punishments such as 
housing restriction, loss of qood time and detention time. These actions are 
imposed by the state in response to perceived public good. Several 


philosophical issues arise in this context: 











i Is delegation of these actions to the private sector appropriate? 

28 Is it appropriate to generate private profit from the deprivation of 
individual liberties, no matter how just those deprivations may be? 

Bs Correctional institutions, as agencies of the state, are totally open to 
public scrutiny through legislative review, legislative appropriations, 
legislative audit and judicial system monitoring. Is it appropriate to 
delegate responsibility for large numbers of incarcerated offenders to 
private firms which are traditionally less accessible to the public? 

4, How will the demands for humane and adequate care, custody and 


treatment be reconciled with private sector demands for profitability? 


Legal Issues 


Assuming that privatization is philosophically compatible with public goals, 


certain legal issues must be addressed: 


a Do political jurisdictions have the constitutional and statutory authority to 
delegate responsibility for secure incarceration to the private sector? 
While private firms already operate minimum security programs, individual 
liberties and constitutional issues are of much more concern in_ highly 
secure and restrictive environments. 

oS Is it appropriate to delegate to private firms the authority to apply 
discipline, restraint and deadly force, if necessary, to members of the 
public? There apparently are no statutes prohibiting such delegation, but 
the question may be one of propriety. 

Bs To date, case law reportedly does not absolve the public sector of 
responsibility for actions of private firms to which public authority has 


been delegated. 


10 








The attendant risks of increased levels of privatization may require 
enactment of statutes permitting more detailed monitoring and evaluation of 
private sector activities than is now permitted. 

There are few specific laws, regulations or other mechanisms in place to 
protect the public interest in the instance of private sector correctional 
actions. Present mechanisms do not recognize the role of private persons 


in corrections, nor do they define the status of private prison employees. 


Practical Issues 


What protection will the state have against private sector bankruptcies? 
What recourse will be available to the state should private sector providers 
default on contract provisions? 

What protection will the public have against arbitrary increases in service 
prices by the private sector, once private sector involvement is essential 
to a system? 

How will the public ensure that private need for profit does not infringe 
on the rights of convicted offenders and their progress through the 
correctional system? 

Will the cost of monitoring and evaluating private sector correctional 
services exceed any savings resulting from privatization? 

Will public access to private correctional operations be guaranteed and by 
what mechanisms? 

What recourse will the state have, given disagreement with a private firm 
if the state has no capacity to house dangerous offenders? 

The public must be able to rely on stability in its correctional system. 
Private sector involvement in corrections conveys no guarantee of stability, 


particularly when market concerns may conflict with the public interest. 
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9. How will the concerns, and likely resistance, of organized labor be 
addressed during the transition from public to private services? How will 
the possible consequences of labor problems at private facilities be 
resolved? How would the state protect its interest in the event of a work 
stoppage at a privately owned secure prison? 

10. Will private sector concerns be permitted to refuse certain types of 
inmates, leading to development of a two-tiered corrections system? 

11. What alternatives should be pursued should the private sector fail to 


respond appropriately to requests for correctional services? 


CORRECTIONAL INSTITUTIONS 


The Department of Institutions has within its jurisdiction five correctional 
institutions --- three adult and two juvenile facilities. With the exception of 
Swan River Forest Camp, the institutions provide minimum to maximum security 


facilities. 


Mountain View School for Girls, located in Helena, treats, educates and 
evaluates female adolescents. Other than a small amount of federal funding, the 
School is funded by the General Fund. With one exception, the School's 
residential cottages are primarily wood framed and constructed in the early 
1900's. The School's ADP (Average Daily Population) during Fiscal Year 1986 


was 55.6. The School's Fiscal Year General Fund budget was $1,531,765. 
Pine Hills School for Boys, located in Miles City, treats, educates and 


evaluates male adolescents. Pine Hills School has two recently constructed 


residential cottages and its education facilities are more modern than are 
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Mountain View's. The school is primarily funded by the General Fund. The 
School's ADP during Fiscal Year 1986 was 120. The School's Fiscal Year 1986 


General Fund budget was $2,619,948. 


The Women's Correctional Center is located on the Warm Springs campus of 
Montana State Hospital and provides care and custody to Montana's adult female 
offenders. Services such as maintenance, food service and laundry are 
provided by Montana State Hospital staff. The Center's ADP during Fiscal Year 
1986 was 30.1. 

The Center is an integral part of the Warm Springs campus, actually occupying 
a building formerly used by the Hospital. The sale of the building to the 
private sector would create a private island within the Hospital complex which 


would require various easements for access and utilities. 


Swan River Forest Camp, located in the Swan River valley, provides care and 
custody to young male adult offenders who have served time at Montana State 
Prison. It is a modern, compact minimum security facility which may be of 
interest to the private sector should it be offered for sale. However, unless a 
potential purchaser clearly demonstrated that it could operate the facility at : 
reduced cost, the state would not benefit from a sale. Because of its close ties 
with the state's pre-release centers, Montana State Prison, and the Department 
of State Lands, conditions would probably be imposed on a potential purchaser. 
The Camp's ADP during Fiscal Year 1986 was 51.2. The Camp's Fiscal Year 


1986 General Fund budget was $842,964. 


Montana State Prison, located outside Deer Lodge, is the state's only secure 


adult male Prison, to which all incarcerated male offenders are initially 
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sentenced. Before any sentenced offender is eligible for Swan River or pre- 
release placement he must have served time at the Prison. The Prison is 
actually three compounds in one. Minimum security, high security and maximum 
security compounds are separated physically by security fences and are also 
programmed separately. Approximately 17.7 million has been spent on Prison 
construction and expansion since 1981. The Prison's ADP during FY 1986 was 


907.2. The Prison's Fiscal Year 1986 General Fund budget was $10,537,851. 


NON-CORRECTIONAL INSTITUTIONS 


The private sector has long been involved in the type of treatment provided at 
several of the state's non-correctional institutions. The state provides medical, 
nursing, psychiatric and substance abuse treatment as does the private sector. 
However, the state can not refuse an admission because a person is difficult to 
accommodate, or does not have the ability to pay for services. The state is 
often the only service provider capable of, or willing to house and treat 
persons who are ordered by the court to receive treatment. The state can not 
demand full payment for services it provides to institutional residents, but must 
bill based on the resident's ability to pay. A private purchaser of a state 
institution could not successfully operate under these conditions without 


continued state assistance. 


Monitoring mechanisms are in place to assure that a non-correctional institution 
purchased by the private sector continues to provide a safe, therapeutic 
environment. The Board of Visitors would continue to review developmentally 
disabled and mental health facilities. The State Department of Health and 
federal Medicaid/Medicare survey teams would continue to inspect each facility 


and review the program. 


14 











oe athe, ant “nee * ‘ bm C9 team 
mum xsm brie vthuoee Agia concent ; pis °. aa ’ ) ame 

cels ats bie asone? ee ea Vester. aie gh, 

noezttt no Inege seed eed. roittim. a 

naw 860 YF erinub, IA ‘nosis oe i: 


Lie Fe 







- 


: 7 Dee et 
om ane P fe se rg 
a a Cv , 


‘ tee aM 4 i ne at " 















at shuaitiib zi 1Oz197: s2usDsd saesnalitie's ne setuter ton ne wae ” 
2} gtete at siviae. sot veo oF villide ert overt his eb 1 0 | 
seast° ban eevod ot ale "6 .10 or rsbivorg, oe ino, 


Ss? 18D S75 72 oT 


iste £ Yo ees sieving ay VBC on’ Hi: inane om 


\ yan 4% 


juoritiw enoitibaa> seett rebnu sinrece ieee 


ey 
, 


ots ten lenoiioev102-N0n f age, owueee he 


vitueqerie8ns  sise 6 abivong. et, pounise 


bas MitesH to Soamireged 02 


‘ia mw 
ytiiioe? a soeqeni 22, suntine Bu 
in Vy ae 


The Veterans Home is a modern, compact facility located in Columbia Falls. The 
Veteran's Administration will not reimburse for services provided by the Home 
unless the facility is owned by the state. The Veterans' Administration will 
reimburse, however, if the state retains ownership but contracts with a private 
firm to operate the facility. |The Veterans Home Medicaid rate is about average 
for Montana nursing homes and recent Veterans' Administration and Cepartment 
of Health inspections have found few deficiencies. There appears to he 
insufficient justification based on cost or quality of service to consider leasing 
the Home. Selling the Home would = prevent Veteran's Administration 
reimbursement to the purchaser. The Home's ADP during Fiscal Year 1986 was 


125.4 patients. The Home's Fiscal Year 1986 budget was $1,861,099. 


The Montana Center for the Aged is a modern, well maintained facility located 
in Lewistown, which may attract potential purchasers should it be offered for 
sale. Potential purchasers would have to agree to accept a minimum number of 
referrals from Montana State Hospital and the community mental health centers. 
Without continued guaranteed acceptance at the Center, elderly people whose 
chronic mental disabilities make them unacceptable to private nursing homes 
would probably be committed to Montana State Hospital, or would not receive 


services. 


The Center receives reimbursement for services it provides, but is not 
self-supporting. The state would probably be expected to subsidize a 
purchaser of the facility to compensate the difference between operational costs 
and the amount of revenue collected by the purchaser from other revenue 


sources. 
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The Center's Medicaid rate is among the lowest in the state, and the Center has 
been found by the Department of Health and the Board of Visitors to provide 
good care. There is no evidence to suggest that a private firm would provide 
better care at a reduced cost. The Center's ADP during Fiscal Year 1986 was 
170.73 patients. The Center's Fiscal Year 1986 General Fund budget was 


S2hiod S49 0. 


The Montana Developmental Center, located in Boulder, and The Eastmont 
Human Services Center, located in Glendive, are fully certified intermediate 
care facilities for the developmentally disabled. Most of the residents are 
eligible for Medicaid benefits, however, the facilities are not self-supporting. 
The state can not collect adequate revenues from Medicaid and other sources to 
offset the cost of operating the facilities. The state would probably be 
expected to pay per diem, or in some other way compensate a private purchaser 
for the difference between the facilities' operational costs and third party 
collections. Private firms may be more interested in purchasing Eastmont 
because it is a modern, compact facility. The age of the Montana Developmental 
Center's physical plant and its configuration may be less attractive to potential 


purchasers. 


If these institutions were sold, the state would depend totally on the private 
sector to respond to newly perceived service needs. New client groups known 
as "naive offenders" and "dual diagnoses" have recently become problematic 
because existing programs do not serve them well. If these facilities were sold, 
the state would lose the ability to serve such new groups by altering the 
facilities' mission. Similarly, large scale redesigns of the entire developmental 


disabilities system, such as that proposed by the 1982 Joint SRS - D of | 
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study, the 909 Committee, and the Developmental Task Force would be more 
difficult if these facilities were privately owned and operated. 

A sale of these facilities would require that the purchaser continue to provide 
services to the most profoundly and multiply handicapped, the most aggressive, 
and the most difficult to serve developmentally disabled people in the state. 


There are no other facilities in the state equipped to serve these people. 


The residents of these facilities are among the most vulnerable people in the 
state. Most have no ability to advocate for their own needs and rights. A 
potential purchaser must be carefully investigated to ascertain its commitment to 
quality care. The state must also maintain an ongoina oversight function to 
review resident rights issue. The ADP's of the Montana Developmental Center 
and Eastmont Human Services Center during Fiscal Year 1986 were 201.87 and 
53.04 respectively. The Montana Developmental Center's Fiscal Year 1986 
General Fund budget was $10,746,410 and Eastmont's Fiscal Year 1986 General 


Fund budget was $2,095,928. 


The Montana state Hospital comprises two separate facilities, one located at 
Warm Springs, the other at Galen, approximately four miles north. The Warm 
Springs facility is classified as an "institution for mental disease" and, as such, 
cannot be reimbursed by Medicaid for services provided to patients between the 
ages of 21 and 65. One unit on the Warm Springs campus is certified for 
Medicaid and primarily serves patients 65 years of age and older. Since many 
of the Warm Springs patients are unable to pay for the cost of their care, 
substantial state subsidization of the institution is necessary. A sale of Warm 
Springs would require a continued subsidization by the state to the purchaser 


of the facility. Warm Springs ADP during Fiscal Year 1986 was 301.5. 
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The Galen campus consists of three components: a nursing home, an acute care 
hospital, and a chemical dependency rehabilitation program. These programs 
are in some ways distinct, but yet they often must coordinate with each other 
and with Warm Springs to serve the same patients. The hospital unit provides 
detoxification prior to admission to the chemical dependency program. Warm 
Springs patients receive acute medical care in the hospital unit, sometimes 
followed by convalescent care in the Galen nursing home unit. Any 
consideration to sell Galen must, therefore, take into account the several roles 
it serves in relation to Warm Springs and its own distinct parts. Galen's ADP 
during Fiscal Year 1986 was 171.5 patients. The State Hospital's Fiscal Year 


1986 General Fund/Alcohol Earmarked budget was $19,417,518. 


Private interest in the purchase of the State Hospital may not be particularly 
strong because of the age and inherent inefficiencies of both facilities. A sale 
of only one of the two Hospital components should not be considered because of 


program interdependence. 


SUMMARY 


The sale of state institutions should be approached cautiously. Only when it is 
clearly evident that the private sector is able to provide an equal or better 
institutional service at, or below the current General Fund cost should the state 
consider selling an_ institution. The decision to sell the Montana Youth 


Treatment Center was based on this premise. 


A potential purchaser of a correctional institution must document that it is able 


to operate the facility more economically than the state. A potential purchaser 
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of a non-correctional institution must demonstrate that it can operate the facility 
at a lower cost, or that it is able to collect additional third party payments, 
such as Medicaid, Medicare and insurance, thereby reducing the cost to the 
General Fund. When an institution is transferred from public to private 
ownership, the transition can be disruptive to the residents and traumatic to 
the employees. The sale of an institution should not occur unless it is 


beneficial to the state and the institution's residents. 


Proposed extension of the private sector into ownership and operation of high 
security facilities has generated controversy. Significant philosophical, legal 
and practical issues have not been resolved. Private ownership and operation 
of secure adult or juvenile facilities should be avoided until those issues have 
been addressed and resolved. The American Bar Association has resolved that 
"jurisdictions that are considering the privatization of prisons and jails not 
proceed to so contract until the complex constituticnal, statutory, and 


contractual issues are developed and resolved." 


The state recently took an unprecedented step when it sold the Montana Youth 
Treatment Center to a private firm. It would be premature to propose the sale 
of another institution without first permitting adequate time to evaluate the 
consequences of the Center's sale. Because this was the state's first sale of an 
operational institution, no precedents existed on which authorizing legislation 
and written agreements could be modeled. Only time will permit us to ascertain 
whether or not the legislation and written agreements attendant to the Center's 


sale will achieve the results which were intended. 


However, there are steps that can be taken to increase private sector 
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participation in the operation of state institutions. We currently contract with 
many private entities to provide services at the institutions. We have been 
approached by pharmaceutical and food service firms expressing interest in 
providing services to various institutions. If the private sector can provide 
these or similar services more efficiently than the state, such options should be 


seriously considered. 
The Department recommends: 


Ly That we continue to review specific institutional services now provided by 
the state to determine whether or not those services can be provided more 
efficiently by the private sector. 

es That during the next biennium we evaluate the consequences of the sale of 
the Montana Youth Treatment Center to assure that the sale achieved the 
desired goals. 

Ds That we continue to monitor the success or failure of privatization efforts 
in other states. 

4, That if private firms express interest in purchasing a specific state 
institution, we discuss with them the feasibility of such purchase ae 


report to the Legislature on the results of the discussions. 
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